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trust.** It is better to do the work and 
to take the criticism than to raise com- 
mercial discounts unwisely. 
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Last week there were prosecutions in 
London of reputable persons who treated 
sovereigns as a commodity, because gold 
was worth more as bullion than as 
sovereigns. That is to say, sovereigns 
worthy the name will buy more outside 
of England than at home. That is our 
bid for loanable funds, and it is better 
than raising the bank bid for deposits, 
and our commercial discounts. 

The class of trade which worries about 
the call money market is not the class 
entitled to consideration by the Federal 
Reserve Banks in comparison with - 
the support of productive trade. But 
there is speculation in commodities 
as well as in securities, perhaps 
more of it, and some of it of an 
obnoxious sort. The Bureau of Markets 
reports that on New Year’s there were' 
in. cold storage 10,000,000 more pounds 
of butter than a year ago, 53,000,000 
pounds of cheese against 19,822,000 in 
1919, and 19,314,233 dozen eggs against 
8,979,000. Meanwhile Danish butter is 
being imported. All those foods are 
better for quick consumption. There is 
something wrong when our prices are 
above those of hungry Europe, and when 
there is a growth of stocks which are not 
used on either side the ocean. For a fort- 
night the Fair Price Committee has re- 
fused to quote prices which it deemed not 
justified, and at the week end it issued 
a list showing a fall of 13 cents, butter 
leading the way. If it is the function 
of the Federal Reserve to encourage the 
use of funds for production, it is also 
its function to discourage the use of 
-funds to hold production out of consump- 
tion. The Federal Reserve is a fount of 
credit, not of capital. Its resources 
should be at the use of those who look 
for their profits in production for use, 
not in a change of prices. Rules 
cannot be formulated on such sub- 
! jects. They are matters of bankers’ dis- 
cretion, and are liable to misconstruction 
as matters of favor by the “ money 
trust.” It is better to do the work and 
to take the criticism than to raise com- 
mftrcial discounts unwisetv. 


STABILIZING MONEY RATES. 

There is to be a conti: uance at Chi- 
cago this week' of the conference at 
Washington which failed to settle the 
relation between the rates for rediscounts 
by the Federal Reserve and rates for 
deposits fixed by the nation’s Clearing 
Houses^ The Federal Reserve wishes 
§uch a severance of the relations between 
the two prices for money that the Fed- 
eral Reserve may control the money mar- 
ket without starting a domestic scramble 
for funds which could not fail of effect 
throughout the world. All signs fail ..in 
(jry weather, and this is financial 
weather of a so^t which makes it highly 
desirable that the command 6f the money 
market should be in the hands of the 
Federal Reserve, and that the Clearing 
Houses should avoid embarrassing it in 
its effort to establish an American rate 
for money fixed with reference to the 
public interest, without regard to bank- 
ing profits. The Federal Reserve func- 
tions as a whole, while the Clearing 
Houses are independent. The Federal 
Reserve has all but accomplished the 
alleged impossibility of establishing a 
continental rate for funds, and it never 
could have done that if its districts' had 
competed with themselves. 

The objective is a low rate for produc- 
tive purposes, and that can never be at- 
tained by‘‘ the banks’ purchase of deposits. 

The cost must be added to the charge to 
borrowers, and the banks should not try 
to turn their liabilities into investments. 

The disuse of payment for deposits is a 
counsel of perfection, hut it is a poor 
time for the banks to bid when trade use 
bids so much higher that there is a 
scarcity of floating funds. 

It is being said that it would be con- 
servative to raise our rate to the British 
rate, and that the Federal Reserve is con- 
sidering raising its commercial rate as 
the sequel to its discouragement o* specu- 
lation. The reduction of the rations of 
trade is a poor way to foster it r and the 
Bank of England has lost command of 
the money market despite a policy of 
rate raising. London bankers have dis- 
covered that what the occasion calls for 
to restore pre-war leadership is currency 
reform, for rate raising when currency 
is not exportable, because not convertible, 
has no effect in correcting the exchanges. 

There can be no competition between the 
Federal Reserve and the Bank of Eng- 
land — the only other world market which 
retains a shred of authority — when one 
market is on a specie basis and the i ther 
on a paper basis. Those who want to 
borrow paper may be left to pay the 
British rate. Those who want to borrow 
gold and buy goods in the world’s fullest 
and cheapest market will make better 
bargains here. Gold markets are always 
the lowest markets, the surest markets, 
the only markets attractive to those with 
floating funds awaiting use. That is our 
best bid for loanable funds, and the Lon- 
don banks have seen more clearly than 
ours the futility of competing with us. 

After the previous increases of our rate 
-the Bank of England moved up its rate 
to the level suggested for us. But Lon- 
don bank circulars attest that the high 
rate has neither reduced prices, nor at- 
tracted funds, nor stopped speculation, 
nor “ produced one single substantial 
“benefit to counterbalance manifest dis- 
advantages.” Accordingly England 
has ** dug in ” for currency reform. How 
foolish for us .to follow where England 
found disappointment, at least until the 
two currencies are exchangeable at part 
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